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1. Nationwide survey of owner-operators: 





The Interstate Commerce Commission's Bureau of Economics has completed 
a nationwide survey of owner-operators. A report on the survey, The Independent 
Trucker: WNattonwide Survey of Owner-Operators, has been released. The report is 
part of a continuing ICC staff study of independent truckers. 

The Commission is considering the report in connection with Ex Parte No. 
MC-43 (Sub-No. 7), Lease and Interchange of Vehicles. The purpose of this investi- 
gation is to develop equitable lease arrangements between regulated carriers and 
their owner-operators. 


In the survey, the Bureau obtained information directly from:'479 owner- 
operators. Three separate samples were drawn: (1) a sample of permanent leases 
in which a questionnaire was sent to the owner of the vehicle under lease, (2) a 
sample of trip leases to owner-operators in which a questionnaire was also sent 
to the owner of the vehicle under lease, and (3) a subsample of the permanent 


leases in which ICC staff attorneys tabulated provisions relevant to leasing 
rules, 


The level of interest in this survey was demonstrated by the carriers' 
willingness to provide information, the owner-operators' response to the question- 
naire, and the fact that 75 percent of the respondents took advantage of the 
opportunity to provide additional comments. Eighty-eight percent of the permanent 
lease sample and 74 percent of the trip lease sample responded. Questionnaires 
were received from 323 owner-operators under permanent lease and 156 whder trip 
lease. Telephone follow-ups helped to insure this high rate of response. 


Some key results of the survey were: 


1. Owner-operators representing 50 percent of permanent leased units had been 
with their present carrier for 2 years or less. 


Distribution of Permanent Leased Units by the Number of 
Years Owner-Operetor Has Been With Present Carrier 
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*Less than 1 percent nonresponse Sample date - October 31, 1977 





Permanently leased power units were driven an average of 91,000 miles a year. 


Distribution of Annual Mileage Driven for 
Units Under Permanent Lease 
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Percentage of revenue was the primary basis of pay 


[ for permanent and trip leases. 


Distribution of Compensation for Permanent Leased Units 
Paid on a Percentage of Revenue Basis 
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Distribution of Compensation for Trip Leases Paid on a 
Percentage of Revenue Basis 
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4. Although owner-operators generally believed paperwork requirements were clearly 
specified, 29 percent of the leases did not specify these requirements. 


5. The median length of time to turn in paperwork was 2 days and it took 7 days to 
receive settlement for permanent leases. 


6. The median length of time to turn in paperwork was 2 days and it took 10 days 
to receive settlement for trip leases. 


7. A majority of lessors had responsibility for fuel costs and other items asso- 
ciated with transportation services. 


8. The average unit under permanent lease was empty 26 percent of the time. 


Distribution of Percent Empty Truck Miles for Units 
Under Permanent Lease 
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9. Permanent leases did not clearly indicate who was responsible for insurance cost 
and responsibility. 


10. Carriers rarely compensated owner-operators for detention time. 


ll. A majority of owner-operators ultimately absorbed the cost of the base plate 
and few were reimbursed for any unused portion. 


12. Escrow funds were required in about one-half the permanent leases. 


Distribution of 
permanent leases 
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13. Owner-operators had difficulty getting their escrow funds when their leases 
were terminated. 


Most owner-operators were not paid interes yn their escrow funds. 


15. Few owner-operators purchased equipment under long term purchase agreements 
with their carriers. 


l6. Only half of the drivers under permanent lease were allowed to trip lease. 


17. Opportunities to reduce empty mileage, get more pay, and obtain immediate 
settlement were the most important reasons mentioned for hauling "hot freight." 


About half of permanently leased owner-operators had not been previously 
1 regulated carrier. 


Owner-operators generally paid all fines even if lessee was negligent. 
1jority of owner-operators received 


owner-o] i1tors expressed dissatisfaction with State regulations, particu- 
regard » length and weight restrictions. 


For additional insight into owner-operator prcblems, an analysis was made 


of 901 owner-operator inquiries and complaints received by the Commission's Small 
Business Assistance Office. The most frequently cited complaint was difficulty in 
getting paid by the carrier for completed trips. 

Copies of the report can be obtained from the Publications Room, Room 
1333, Interstate Commerce Commission, Washington, DC 20423, or by contacting the 
Office of Communications, telephone (202) 275-7252 
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2. The intercity bus industry--a preliminary study: 





The trend in financial performance of the intercity bus industry during 
the 1970's is a matter of great concern. In recognition of concerns that the industry 
may be facing issues which will influence its ability to serve the public in the 


future, the Bureau of Economics was asked by Chairman O'Neal to conduct a preliminary 
study to assess the state of the industry. 


The role of buses is particularly important because they serve the most 
extensive network of communities (over 15,000) of any common carrier. They operate 


at much lower cost and with greater fuel efficiency per passenger mile'than do alter- 
native modes. 


General growth and prosperity of the industry have been dimmed in recent 
years by a shrinkage of passenger demand for regular route service. Charter and 
package express services, by contrast, show growth. This is illustrated in Table l. 


Table 1 


Percentage distribution of operating revenues 
(Class I carriers) 








Intercity regular route 
Local 

Charter and special service 
Package express 


All other revenue 2.8 








Source: Transport Statistics in 


, the United States (various years), and American 
Bus Association, America's 


Number 1 Passenger Transportation Services. 


As shown in the table, class I carriers as a group received 76.6 percent of 
their total revenue from intercity passenger operations in 1960 and only 14.8 percent 
of their revenue from charter and package express service. By 1976, the share from 
charter and package service had more than doubled. A decline in the proportion of 
revenue derived from local passenger operations also occurred. 


As a group, class I carriers have experienced a significant decline in pro- 


fitability. Each year since 1972 has been a deterioration from the previous year's 
operating income, as increases in revenues have been more than offset by increases in 
operating costs. In 1976, net operating revenues (operating revenues minus operating 
expenses) fell to less than half of the 1971 level. During this same period net 
income fell by 40.2 percent. The year-to-year decline in financial performance is 
reflected in Table 2. 
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Selected financial statistics--class I carriers 








Number o Operating Operating Return on 
carriers ratio profit margin equity* 








1971 71 87.6% 
1972 74 88.9 
1973 75 90.6 
1974 81 92.1 
1975 77 93.5 
1976 76 95.5 


16.1% 
14.7 
413.7 
13.3 
12.5 
8.3 








‘Carriers with annual operating revenues of $1,000,000 or more. 
2Total operating expenses divided by total operating revenues. 


Net percentage difference between operating revenues and operating expenses divided 
by operating revenues. 


Net income divided by average of beginning and end-of-year stockholders' equity. 


Source: Transport Statistics in the United States, 1971-1974, and ICC annual reports. 


Class I carriers dominate the industry in terms of operating revenues, 


route-miles, miles traveled, passenger-miles and other measures. Within this class, 
Greyhound and Trailways carriers dominate. 


However, an overwhelming majority of carriers (over 800) were class II and 
class III carriers. Analysis reveals that the financial performance of class II and 


class III intercity passenger carriers has been below the level of that for the class I 
carriers. 


Important findings of the study include the following: 


a. The industry fulfills a vital role in serving a unique 
segment of the population (often without any other 
transport alternative) with greater service frequency 
and at more locations than any other public transport 
mode. Bus passengers tend to be from low income and 
non-professional occupational groups. The relatively 
young and old, students, military personnel and 
retirees are heavy users. A high proportion of trips 
are for relatively short distances and are for non- 
business purposes. 


A significant long range reversal of the downward trend 
in industry financial performance appears unlikely (in 
the absence of severe auto-use restrictions, fuel 
shortages or financial assistance). 


Declining financial performance and decreasing passenger 
demand on certain routes and schedules has apparently 
resulted in curtailment of services on some 
routes, and in longer schedules for 
bishing older buses. 


of these 
replacing or refur- 






























Selective competition by Amtrak and airlines in certain 
markets is increasing (although the private auto is the 
greatest competitor). Such competition occurs primarily 
in heavy traffic corridors, such as the Northeast 
Corridor. Geographic constraints on competitive oppor- 
tunities are evident. The intercity bus industry serves 
approximately 15,000 communities. Amtrak serves approxi- 
mately 512 stations. CAB certificated air carriers 

serve approximately 422 communities, with an additional 
223 localities receiving commuter and/or intrastate air 
passenger service. 


e. The outlook for charter services and package express is 
optimistic. Present cost-allocation systems do not clearly 
reveal the profits among regular-route, charter, and pack- 
age express service. However, analysis suggests that regu- 
lar route passenger service is subsidized by the other 
services. 


f. Special low fares designed to increase long-distance 
travel have succeeded in increasing such travel. A 
scarcity of in-depth industry information and analysis, 
however, does not permit refined analysis of ridership 
and demand elasticity. This is especially true for shorter 
trips which make up most intercity bus trips (during 
1976 the average trip distance was approximately 115 
miles). 


The industry appears to have reached maturity. It has found a well-defined 
place in the passenger transportation market. The service that it provides to this 
market may be the dominant consideration in determining the future role of this 
mode in a national transportation system. The current financial performance of the 
industry merits the dedicated concern of those who are charged with responsibility 
for setting policy which will affect the long term viability of the intercity bus 
transportation system in fulfillment of its appropriate role in serving the public. 









The Bureau's preliminary study shows that considerable further study of the 
intercity bus industry is warranted. Recommended areas for further study include 
the demand for bus service, market analysis, development of analytical tools, and 
regulatory options. 















A limited number of copies are available from the Interstate Commerce Com- 
mission, Bureau of Economics, Room 5355, 12th Street and Constitution Avenue, Washing- 
ton, D.C. 20423. After this supply is exhausted, copies may be obtained at a nominal 
cost from the Superintendent of Documents, U.S. Government Printing Office, Washing- 
ton, D.C. Refer to GPO Stock Number 026-000-01112-4. 







3. The price index for railroads: 















The accompanying table and chart revise and update the Railroad Freight 
Price Index developed by the Bureau of Labor Statistics. The index measures monthly 
changes in the average price of transporting all freight by rail. The overall rail- 
road price index for April 1978 was 200.1 compared to 208.0 for the previous month. 









The 1978 freight rate levels remained unchanged at 4.9 percent over 1977 
levels. Nonmetallic Minerals posted a four-tenths of 1 percent increase (.4). 
Metallic Ores, Clay, Concrete, Glass, Stone Products, and Primary Metal Products 
ratios increased one-tenth of 1 percent (.1). These minor movements in rail freight 
rates were mostly due to tariff reissuances and a few adjustments in intrastate rates. 
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Freight car supply and utilization: 





The number of serviceable freight cars, by type, owned or leased by class I 
railroads and private owners, is shown in Table 1 as of January for each of the years 
1969 through 1978. Several distinct trends in car type ownership are evident for the 
period and reflect in part the shift of commodities between various types. These 


shifts in turn reflect shipper preferences and changes in the "mix" of commodities 
carried by railroads. 


The most striking change is accounted for by unequipped (plain) boxcars, 
which decreased from 405,213 cars in 1969 to 276,178 in 1978, a decrease of almost 32 
percent. Simultaneously, the higher-capacity covered hopper car accounted for an 
increase from 146,689 cars to 234,331 cars, or 59.7 percent. Equipped boxcars 
increased from 146,770 cars in 1969 to 181,131 in 1973, and then declined annually to 
169,878 cars in 1978. Unequipped gondola cars showed a net decline of 14.8 percent, 
from 173,386 in 1969 to 147,655 in 1978. Equipped gondola cars, on the other hand, 
increased from 23,803 to 30,623 or 28.7 percent. 


Other significant changes for the period include increases in the number of 
special hopper cars (23.4 percent), multi-level flatcars (76.5 percent) and TOFC flat- 
cars (24.6 percent). There were substantial declines in the number of general service 
flatcars (26.8 percent) and stock cars (80.6 percent). 


The overall total number of serviceable freight cars owned or leased by class 
I railroads and private owners decreased from 1,684,027 in 1969 to 1,637,538 in 1972. 
A net increase of over 79,000 cars, principally tank cars and covered hopper cars, 
brought the total to 1,716,937 in 1973. After a slight decline in 1974, the total 


increased to a peak of 1,723,605 in 1976. The total as of January 1, 1978, had declined 
to 1,648,680. 


The average capacity of freight cars has increased annually from 1929 (46.3 


tons) to 1978 (75.7 tons, based on the latest available data). 


The annual number of carloadings by type of freight car is shown in Table 2 
for the years 1969 through 1977. Although the carloadings showed a net decline of 19.1 
percent, from 30,389 thousand in 1969 to 24,599 thousand in 1977, the increase in 
average capacity per car enabled the railroads to originate from 1.4 to 1.5 billion 
tons of traffic annually throughout the period. Thus, a decrease in carloadings for a 
particular car type may be wholly or partially offset by increases in the average Capac 


ity for the total number of such cars, notwithstanding decreases in the number of cars 
for certain car types. 


Subject to the foregoing qualifications, several distinct trends are evident 
in Table 2. For example, the number of loads carried in unequipped boxcars declined 
by nearly 50 percent in the 1969-1977 period. Concurrently, covered hopper carloadings 
increased 36.3 percent. Loadings in general service hopper cars showed a net decline 
of over 2 million. Substantial net declines are also shown for (1) refrigerator cars 
(from 1.1 million to 0.8 million); (2) stock cars (69,101 to 13,135); and (3) general 
service flatcars (369,840 to 199,182). Multi-level flatcars, primarily auto racks, 
exhibited a net increase from 438,627 in 1969 to 544,612 in 1977; after reaching an 


intervening high of 534,276 in 1973. Most of the remaining car types showed variable 
trends over the period. 





Freight car utilization by car types has shown mixed results in terms of the 
number of trips per year handled by each type. Table 3 shows these data for the 1969- 
1977 period. Due to the large grain movements of 1973, the 1975 recession, and the 
rather slow recovery in 1976 and 1977, trends for the entire 1969-1977 period tend to 
be somewhat obscured for several car types. A few types of cars show definite trends, 
viz., boxcars equipped, general service flatcars, TOFC, and stock cars, all of which 
showed declines in the number of trips per year. 


Other measures of freight car utilization are shown in Table 4, for the years 
1969 through 1976. The number of loaded cars per train decreased from 41.5 in 1969 to 
37.3 in 1976. The percentage of loaded to total cars per train ranged from 59.2 per- 
cent in 1969 to the low for the period of 54.6 percent in 1975, and increased to 55.5 
percent in 1976. The actual number of empty cars per train followed an erratic pattern 
before reaching the high point in 1975 at 31.1 cars, and decreasing in 1976 to 29.9 


cars. The average train in 1976 consisted of 67.2 cars representing a slight decrease 
from the 1975 average. 


The average load per car, measured by net ton miles per loaded car mile, 
increased steadily from 43.5 net tons in 1969 to 59.9 net tons in 1976. Net ton miles 
per freight car day ranged from a low of 1,302 in 1971 to a high of 1,759 in 1976. For 
car miles per freight car day, the peak was reached in 1973 at 54.5 million, and the 
low point of 49.6 miles occurred in 1975, then increased to 52.9 miles in 1976. 
Except for 1971, the percentage of total cars on line that were unserviceable increased 
annually from 4.9 percent in 1969 to 8.1 percent in 1976. 


Charts 1 through 4 show average daily loadings, by month, for the period 
January 1, 1975, through March 1978, for 8 major types of freight cars. Due to their 
use for grain movements, plain boxcars and covered hopper car loadings are shown to- 
gether in Chart 1. Since 1975, loadings for both types of cars have remained general- 
ly equal. However, due to the substantially greater capacity of covered hopper cars, 


actual tonnage carried by such cars undoubtedly exceeds the tonnage carried in plain 
boxcars. 


Chart 2 shows the average daily loadings for general and special service 
open hopper cars. While the latter car type has shown a very stable rate of loadings 
(probably due in part to unit train operations), general service hopper cars have 
shown a highly seasonal loading pattern, except for December 1977 and January 1978 
when they had a sharp drop. Generally, this pattern consists of peak movements in 


May or June and in September or October. Low points occur mostly in July and either 
December or January. 


Chart 3 shows average daily loadings for TOFC and equipped boxcars. These 
two types of cars, of course, handle a wide variety of manufactured goods. It is not 
surprising, therefore, that the trends for both types of cars are closely parallel. 


Chart 
together for convenience only). 


4 shows the loading trends for plain gondolas and tank cars (shown 


Plain gondola loadings have shown an erratic movement 
over the period until October 1977 when a sharp drop took place and continued through 
January 1978 when an upward trend began. Tank car loadings have maintained a nearly 
constant level of about 6,000 carloads per day for the entire period. 
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Table 3 


Trips per year by type of car, 1969-1977 





Type of car 1969 1970 1971 1972 1973 1974 








Boxcars unequipped i7. i? 
Boxcars equipped 15. 
Covered hoppers 17. 18. 
Refrigerators 10. 
Tanks 14. a3. 
Gondolas unequipped 19. ( 
Gondolas equipped £3. 7,2 
Hoppers general 
service ye 
Hoppers special 
f service 37. 
Flats 
General service 13. 
Multi-level 24. 
TOFC 56. 
Other is 
Stock Ss 
All others 26. 
Total 19. 
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Source: Association of American Railroads. 


Table 4 


Freight car operating averages, class I ratlroadss 
1969-1976 











Freight cars per train: 


Loaded ; 40. : . 37.4 37-9 
Empty : ° ‘ : . 28.0 Siwk 


Total 0 70. F ‘ 65.4 68.6 
Percent loaded of total 


cars per train od ‘ ‘ : oF <a 54.6 
Net tons per loaded car aS ; ie ‘ 50.1 S1.7 
Net tons per freight car day : d 1,548 1,402 
Car miles per freight car day 52.€ _ 54.0 49.6 
Percent unserviceable freight 

cars on line? 4.9 ay , 4 ; 6.0 Vez 








‘average during year. 





Chart 1 
21,000 ; Average Daily Loadings by Month and Car Type 
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Chart 2 


Average Daily Loadings by Month and Car Type 
1975-1977 and lst. Qtr. 1978 


General Service Hoppers and Special Service Hoppers 


A Sp 


\ 
\ 


’ \ 
25,000 7 | a \ 
/ 


20,000 - 


35,000 


30,000 ; 


— 
ol 
© 
oO 
oO 


Average Loadings 











1 r l 


lst 2nd 3rd 4th lst 2nd 3rd 4th 1st 2nd 3rd 4th lst 


1975 1976 1977 1978 
Years in Quarters 








Average Loadings 


Average Loadings 


Chart 3 


Average Daily Loadings by Month and Car Type 
1975-1977 and list. Qtr. 1978 
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Chart 4 


Average Daily Loadings by Month and Car Type 
1975-1977 and list. Qtr. 1978 
Plain Gondolas and Tanks 
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5. Measures of rail freight traffic and car use, selected years, 1947-1977: 








Indicators of freight car use by class I railroads for selected years are 
shown in the following table. The statistics (loaded and empty car miles, revenue 
carloads originated, revenue and nonrevenue ton miles, and aggregate capacity) apply 
to cars owned and leased by class I railroads. Although cars owned by class II 
railroads and others also contribute to freight traffic, class I figures are con- 
sidered satisfactory for the purpose of determining trends. 


The following «re measures of car use: (1) the percentage of total car 
miles which are loaded and (2) the ratio of revenue ton miles and nonrevenue ton 
miles per ton of aggregate freight car capacity. The same measure for individual 
roads or areas of use may differ considerably from the average figures shown in the 
table because of differences in (1) length of haul, which affects the ton miles 
per carloading; (2) use of specialized cars adapted to customer needs rather than 
general use, which influence load mileage; and (3) assignment of cars to a particu- 
lar route of service, which affects the utilization of cars. 


Revenue carloads originated in 1977 were 2.2 percent above the previous 
year, and revenue ton miles increased 5.2 percent. The proportion of loaded to 
total car miles was 56.8 percent, up slightly from the 55.4 percent in 1976. 


Effective use of capacity, measured in ton miles produced per ton of capacity, 


has fluctuated in recent years with a 1.6-percent increase occurring in 1977 over 
1976. 
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